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Vital to get pricing right for Hong Kong's health insurance scheme
In most of the developed world, health systems face two challenges. The costs of health care services are rising as technology and medicines become more advanced. At the same time, the ratio of workers to retirees in the population is shifting, and governments face a situation where less revenue comes in while demand for health services rises.
In Hong Kong, successive governments have proposed various ways of reforming health-care financing. The government's latest attempt is the proposed Health Protection Scheme. This idea goes back to the public consultation of 2008, and officials are preparing another consultation.
The idea is good in theory. However, the insurance industry has some doubts about how it would work in practice (I should disclose that a subsidiary of my company is involved in insurance).
Many Hong Kong people have some private health insurance provided by their employer. However, the coverage is often limited, and people end up using heavily subsidised public hospitals.
The government's idea is to give at least some better-off people an incentive to buy better private coverage. It would be voluntary. Those who chose it would probably enjoy faster treatment and more choice. This would free up public health care funds for things like general services for the less well-off and emergency and critical care.
On paper, this looks like a good idea. However, it could run into several problems in practice.
The government wants to establish the scheme as a minimum standard of health coverage. Generally, policies would have to cover pre-existing conditions and not have exclusions. This means it would replace the current range of health insurance offered via many employers. It also means that such coverage would be more expensive.
A lot depends on details which are still being considered. But many insurers are already sceptical about whether this model would be viable or sustainable. For example, they worry that the cost of policies will be quite a lot higher than at present, and the number of people with coverage could fall. This means a smaller pool in which to spread risk.
One major problem is the very high fees that private-sector hospitals and doctors tend to charge. One reason over 90 per cent of in-patient treatment in Hong Kong takes place in the public sector is that the charges are so low. But the other side of the coin is that the private sector can be extremely expensive.
On top of that, some private-sector health care providers are not always open about their charges. Private hospitals and doctors would need to embrace what the industry calls package pricing and diagnosis-related groups; in plain language, transparent and consistent prices for specific treatments and procedures.
As a whole, our private hospital system is currently structured to cater for the 10 per cent of the population who have very good insurance coverage or deep pockets. If we want to encourage just another 10 per cent of people (let alone more) to move from the public sector, we need a private health system that is more affordable and therefore open to a larger pool of patients. That implies greater competition and higher capacity.
My opinion is that the insurers probably cannot offer a viable scheme unless the government can address this basic issue of private-sector costs.
There are other ways forward. Ultimately, rising demand for health care can be met through a bigger public system, which means higher taxes or different government spending priorities.
But the intentions behind the scheme are good. It comes down to getting the incentives and the structures right - but most of all, the pricing.
